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JERRY E. ABRAMSON
MAYOR

LOUISVILLE, KENTUCKY
KEVIN J. KRAMER MICHAEL S§. NORMAN,CIA

PRESIDENT, METRO COUNCIL OFFICE OF INTERNAL AUDIT CHIEF AUDIT EXECUTIVE

Transmittal Letter

February 10, 2006

The Honorable Jerry E. Abramson
Mayor of Louisville Metro
Louisville Metro Hall

Subject: 2006 Audit Follow-up Report

Scope and Purpose

Enclosed is the 2006 Audit Follow-up report. This is our first follow-up report
since merger of local government. It encompasses audit projects performed from January
2003 to June 2005 that had issues / areas rated as inadequate or weak. Some of the
projects listed are consultations in which a formal report was not issued. A total of 40
projects are included in this report, which represents 20 departments, and over 100 issues.

The purpose of performing an audit follow-up review is to determine the status of
corrective actions. Not only is this a strong governance and risk management practice, it
is also included in the Charter (ordinance) for the Office of Internal Audit. Audit follow-
up is included in Government Auditing Standards and in the Standards for the
Professional Practice of Internal Auditing.

Methodology

Department Directors were requested to provide information on the status of their
corrective actions for the issues identified. Based on the information provided, a
determination was made as to the status of the corrective action. Some key points to
consider are as follows:
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e Departments self-report the status of their corrective actions.
e We did not perform additional audit work to verify the corrective actions.

e For many of these areas, we are involved as corrective actions are implemented. The
issuance of an audit report is not the end of our relationship with the departments.

e The corrective actions in the higher risk areas will be reviewed when the area cycles
through our audit plan.

e Several of the issues are not easily correctable, and are not necessarily controllable by
the department. Thus, corrective actions take longer to fully implement.

e In some cases, departments will assume the risk rather than try to mitigate it. This

may be a sound approach, especially if the benefits of the corrective actions do not
outweigh the costs.

Report Format

The report is categorized by the status of the corrective actions as follows:

Corrective action implemented and self-assessment of effectiveness completed

Some corrective action implemented but not completed or self-assessment of
effectiveness not performed

Department did not respond to request for corrective action information

Within each status, the report is sorted by department, and then alphabetically by the
particular area. For purposes of brevity, only the original issues are noted, details of the
current corrective actions are not. This information can be provided upon request.

Conclusion

There has been considerable progress in addressing the issues through
implementation of corrective actions. Considering that many of the issues are not easily
correctable, the progress is good. No departments fell into the last two categories. The
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progress demonstrates the commitment to your vision of an efficient and effective local
government. It also highlights the quality of leadership within Metro Government
Departments. The Directors really deserve to be commended for their efforts.

This report also demonstrates the value of the Office of Internal Audit. While we
do not implement the corrective actions, we are often the catalyst for change that results
in a more efficient and effective government. With your support, we will continue our
efforts to assist in shaping a government that is responsive and accountable to its citizens.

My intention is to perform an audit follow-up review on an annual basis. If you

have any questions, or would like to discuss this report in more detail, please let me
know.

Respectfully submitted,

A e

Michael S. Norman, CIA
Chief Audit Executive

cc:  Louisville Metro Council
Deputy Mayors
Cabinet Secretaries
Department Directors
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